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KEY ECONOMIC INDICATORS: BAHAMAS 


All values in million Bahamian $ end of the Exchange rate: 
calendar year unless otherwise stated b$1.00 equals US97¢ 
969 970 1971 ZChange 1970/71 













General Indicators | 
Tourist Arrivals (1,000's) 


Building Starts New Provid 
Number of Buildings 
Value 
Building Permits Issued Freeport 
Number of Permits 
Value 
Electricity Produced 
New Providence (Nassau) (Sept .30) 
Grand Bahama (Freeport) 


Money & Prices 
































































Government Revenue + 2.2% 
Public Debt 
Public Debt Service (Interest & 
Redemption/percent of Revenue 
Retail Price Index (lst Qtr 1966=100) >» 5.3% 
Balance of Payments & Trade* 
Gold & For. ixch. Reserves $18 $17 e 22% 
Balance of Payments (Tentative Ests.) +$20 +$ 8 
Balance of Trade -$248 -$248 - 1.35 
Exports FOB 54.3 89 .6 64.9 +19 
To U.S. $33.0 $60.5 $197.3 +226 .0% 
U.S. Share 60.7% 67.5% 70.9% + 2.5% 
Imports CIF $337.5 $515.6 + °S2.7% 
ech 182.0 | $166.3 
U.S. Share 53.0% 30.2% 
Other Main Sources: 
United Kingdom $29.9 $45.7 $43 - 5.9% 
Canada SLaso $11.8 $13 + 10.2% 
Italy $19.7 $23.8 BS Sse ~ 86.5% 





Main Imports from US 1971: Total Imports/Imports from US; % of Change from 1970/71 
in total imports/US imports 


Food and Live Animals $49.6/$32.9 + 4%/- 2.4% 
Manufactured Goods by Material $35.6/$25.3 -25%/-23.0% 
Machinery and Transport Equipment $51.1/$31.1 -53%/-43.0% 
Misc. .ianufactured Goods $41.0/$27.5 


Footnote: *The trade figures are distorted by the imports and exports of crude petroleum 
and petroleum products processed by the Bahamas Oil Refining Co.(BORCO) in Freeport, Grand 





Bahama. 
Trade figures excluding "Minerals, fuels, Lubricants and Related Materials": 
1969 1970 1971 
Imports 287.6 278.3 230.9 
Exports 53.8 57.6 60.2 
Visible Trade Balance -233.8 -220.7 -170.0 


Sources: Bahamas Department of Statistics; Grand Bahama Port Authority; Bahamas Ministry 
of Finance; Ministry of Tourism and Telecommunications. 





SUMMARY 


Tourism, the predominant sector in the Bahamian economy, increased 
substantially during the last year and is projected to expand 

further in 1972. Other areas of the economy, however, are operating 
at about the level of activity which can be generated locally. 
Political uncertainty caused by the prospect of elections and inde- 
pendence, and administration of the Government's immigration policies 
have dampened foreign investor confidence. sovernment economic 
policy seeks diversification into agriculture, fishing and industry 
to lessen dependence on tourism. 


In foreign trade both export and import figures are up substantially, 
although much of this reflects crude oil processing at Freeport. 
Adjusted trade data show that domestic consumption has dropped 
significantly. The U.S. share of imports has dropped 6% since 1969 
but once economic activity increases, U.S. imports can be expected 

to grow particularly in consumer durables. A major export opportunity 
will be oil transshipment terminal and perhaps refinery material and 
equipment. 


As the Bahamas moves towards independence there may be, as some 
investors fear, a period of uncertainty, but the Bahamian economy has 
been closely linked to that of the U.S. for many years and it is 
difficult to believe that over the longer term independence will 
change the basic nature of this relationship. 








CURRENT ECONOMIC SITUATION AND TRENDS 


Since the last Economic Trends Report in June 1971, the Bahamian 
economy has had a mixed but generally sluggish performance winding 


down further during 1971 from its 1969 high. In the absence of 


large-scale foreign investment the economy is operating at about 

the level of activity which can be generated internally. Tourist 
arrivals and expenditures increased substantially, »ut the increase 
did not stimulate a broad economic recovery. Construction decreased 
sharply in Nassau as well as in Freeport, where it had already declined 
precipitously. Imports of consumer goods for the domestic and tourist 
economy declined by 17 percent in 1971. New investments, local or 
foreign, have teen few, so that unemployment has become a problem. On 
the other hand, visitors to the U.S. have increased very recently, 
which may be a sign Bahamian consumers are beginning to spend a little 
more freely. Moreover, several large investments in oil transshipment 
terminals and refineries appear possible. 


Nassau, «hich has received the bulk of the increase in tourist visits, 
nas weathered these tight times better than Freeport, here an abrupt 
decline in cruise ship visitors has been widely felt. ‘freeport's 
economy rests increasingly on its slowly expanding industrial base, 
notably an oil refinery, a cement plant, and several pharmaceutical 
plants. The Out Islands with their small population and slight 
development did not greatly benefit from the boom of 1967-69 and are 
only marginally affected by the economy's present sluggishness. 


Political: Although problems of the economy involve a variety of 
factors, several external to the Bahamas, the key probably lies in 
political uncertainties. For over a year elections and possible 
independence have been in prospect. Political controversy has centered 
on two main issues: the effect of immigration policy on the economy, 
and independence. 


Immigration policy is designed to bring control of the economy 
progressively into Bahamian hands. This has wide popular appeal and 
there is general agreement its goalsare legitimate. ‘iowever, there 
are strong differences about the manner and pace of its implementation. 
A Royal Commission examined the problems of Freeport, found that 
administration of work permit issuance had hurt its economy, and 


suggested the need for clear policy guidelines. tione have yet appeared 
and meanwhile practice has made it clear that in general no foreigner 
may work in the Bahamas more than five years. ‘hile many businesses 


have been able to get necessary work permits, delays have added to the 
cost and uncertainty of doing business. As a consequence, immigration 
policy has tended to become the touchstone of investor confidence and 

the political opposition has charged it is responsible for the 


country's economic problems. 





A second major issue has been independence. The government party pledged 


to lead the Bahamas to independence, if reelected. The opposition has 
contended the country should not take this step while its economy was 


declining and it was unprepared for the responsibilities of nationhood. 


On September 19, 1972 elections took place, the government party won a 
large majority, and independence is scheduled for July 1973. 


Government Economic Policy: In addition to the "Sahamianization" policy 
noted above, the Government seeks to diversify the economy to reduce its 
present heavy dependence on tourism. Emphasis is on agriculture, fishing 
and industry, with the Government taking equity and an active role in 
management in projects in these fields. 


Government Finances: The economic decline has constricted Government 
programs. Revenues, particularly customs duties, have not grown as 
anticipated. In 1971 they fell $13.4 million short of budget projections. 
The Government has tried to balance its expenditures to its revenues, but 
in the last two years its $4.6 million surplus has turned into a deficit 
of over half a million dollars, and a $3.3 million deficit is projected 
for 1972. 


imports and Exports: Since the Bahamas has only begun in the last few 
years to develop reliable data about the economy, analysis of the import 
and export statistics remains one of the best means to evaluate economic 
activity. Trade figures adjusted fordl imports and exports show that 
as domestic consumption has dropped significantly, the visible trade 
deficit has also been reduced. 


Tourism and Development: Although tourist clientel has clearly changed 
from individuals to groups and less money is spent outside the hotels 
on individual purchases, 1971 was a good tourist year and 1972 promises 
to be better. The Ministry of Tourism projects 1.5 million tourist 
arrivals for 1972 and the length of stay of the average tourist has 
reversed its downward trend and increased from 1971. 


Freeport has not shared the growth in either air or sea arrivals of 
Nassau. Several cruise ships have dropped it as a port of call so sea 
arrivals are down 57 percent from a year ago. It also lacks ample 
scheduled air service to the US and Canada, but its 1971 air charter 
arrivals increased 30 percent over 1970. Nassau, with its large Cable 
Beach and Paradise Island hotels, as attracted numerous groups, 
conventions and package tours. Costs, however, nave risen and profit 
margins remain thin. The hotel workers’ union negotiated a new contract 
which raised hotel labor costs approximately 20 percent. Knowledgable 
hotel industry sources place the return on investment at about 2%. Out 
Island tourism has also continued to expand with a 12.6% growth rate in 
1971 over the previous year. Furthermore, Out Island tourists are more 
affluent, not the mass tourist. 








Land sales in the various developments have risen, particularly in 
Freeport, but the costs of sales have also increased. The purchases 
are largely speculative with little building as yet. serman investors 
have been more evident and bolder than Americans or Canadians. 


Construction: So far there is little construction in the pipeline. 
Government has a $6.5 million hospital addition underway in Nassau 
and other infrastructure development awaiting funds such as a new 
sewerage system for Nassau. ‘espite the need, no low or medium 
income housing is under construction, although projects have been 
discussed. The first quarter 1972 new construction figures for 
Nassau are lower than 1971 and Freeport figures are only slightly 
above 1971, reflecting a new addition to the International Bazaar. 
construction workers comprise the largest segment of the unemployed. 


financial Community: While a number of Nassau-based banks have 
reported record earnings, the growth of the community has levelled 
off. ‘The uncertainties associated with the Bahamas have discouraged 
placement of funds into the Bahamas and the establishment of new 
trust accounts. The Cayman Islands have been receiving many of the 
accounts that formerly would have come to the Bahamas. On the 

other hand, the infrastructure for banking has been improving: the 
Bahamas now has direct distance dialing to the US and a cable link 
will be operational by the end of 1972. 


Industrial Sector: Freeport's cement plant and oil refinery have 
operated at full capacity in 1971. The refinery is undergoing 
expansion which will raise its capacity to 500,000 barrels a day. 


The solar salt operations in Inagua and Long Island achieved signi- 
ticantly larger production, over a million and over 200,900 tons 
respectively. 


Under the Government Industrial Encouragement Act, a garment factory 
making beachwear began operation in Nassau and small plants making 
paint, leather goods and boats are in the process of starting up. 
The Bahamas Development Corporation in partnership with Seabulk 
International has announced plans to construct a $65 million oil 
transshipment terminal on Grand Bahama Island. Burmah Oil will 
lease the facility. 


Agriculture and Fisheries: To further its policy of diversification 
away from tourism, the Government survey of land resources is 
exploring the agricultural potential of the various islands. Andros 
is being considered for development of pig farming and a slaughter 
house whose production would substitute for present imports of pork. 
In fisheries the Government with UNDP assistance has begun a three 
year program to assess the resource and train Bahamians in modern 
fishing methods. 





IMPLICATIONS FOR THE UNITED STATES 


Trade Prospects: Although the US share of total imports appears to 
have fallen dramatically, if the imports for domestic consumption are 
separated from petroleum imports the US share has declined only 6% 
since 1969 and is 64% of the market. “hat is more significant is 
that Canada, the United Kingdom and the major ECC countries have 
increased their market shares. The performance of imports from the 
United Kingdom is particularly striking. Despite this trend, US 
imports can probably be expected to increase their share of the 
market when economic activity, oarticularly construction, increases. 
A similar rise can then also be expected in imports of US consumer 
durables. At present, the one major export opportunity will be oil 
transshipment terminal and perhaps refinery material and equipment. 
The discussion of the Bahamas market in the 1970 Economic Trends 
Report continues to be valid. 


Investment Outlook: Tourist and resort residential developments 
remain the principal area needing foreign investment and mangement. 
The Bahamas also continues to be a potential site for deep water 
transshipment ports to handle not only oil, but also containers and 
bulk materials such as iron ore, coal, bauxite and phosphates. 
Opportunities also exist for industries that can employ the special 
geographical or tax advantages of the Bahamas. 


As the Bahamas moves towards independence there may be, as some 
investors fear, a period of uncertainty, but the Bahamian economy 
has been closely linked to that of the U.S. for many years and it 
is difficult to believe that wer the longer term independence will 
change the basic nature of this relationship. 
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